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WHATS AHEAD FOR THE MORTGAGE 
INDUSTRY IN 1951? LENDERS OVER 
THE NATION TELL THEIR OPINIONS 








He’s a mighty important pup! Mongrel or pedigreed 
makes no difference. His proud owner is taking no chances 
on losing him . . . not with that hawser. Obviously, you need 
the same sense of security when you safeguard the dollars you 


have invested in real estate. 


You can rely on Louisville Title Insurance Company, 
doing business in twelve states and the District of Columbia 
in a manner which, over the years, has made its name 


synonymous with security and service. 


Lovisvitee True 
INSURANCE CO. 


LOUISVILLE 2, KENTUCKY 
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Column x 


With great thankfulness 
for the benefits which 
have accrued, both 
singularly and collectively 


lo our membership mal 
to our Ailin during 


1950, may we hoh with 


confidence nail p oy one 


tion to the year ahend 
in spite of the necessary 


austerity of a war-time 


economy which will vitally 
affect business and the 
personal hues of onsh 


poe every one Of Us. 


Milton T, MacDonald 
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P ROTECT YOUR 


ILLINOIS MORTGAGES 
against hidden title defects 








Fast title guarantee service throughout the state is made 
convenient by Chicago Title and Trust Company’s 


agencies in 53 Illinois cities 





Many of the risks which may affect a title are not revealed in 
the title search. That’s why the protection of Chicago Title and Trust Com- 
pany’s Title Guarantee Policy is so important. If the title as guaranteed is 
ever attacked, Chicago Title and Trust Company assumes full responsibility 


for defending it and, in case of loss, pays promptly. 


This protection is now easily available anywhere in Illinois, 
through local title and abstract offices who act as our agencies and repre- 


sentatives in 53 Illinois cities. 


CHICAGO TITLE ann TRUST COMPANY 


111 West Washington Street + Chicago 2, Illinois 
409 E. Adams Street, SPRINGFIELD * 23 W. Main Street, DANVILLE «¢ 111 No. Court Street, ROCKFORD 
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PEOPLE AND EVENTS 





>> HONORED: Edward F. Lam- 
brecht, Detroit, MBA board member 
and president-elect of the Michigan 
Real Estate Association, was presented 
with a plaque hon- 
oring his 25 years’ 
service as mort- 
gage loan corre- 
spondent in the 
Detroit area for 
The Mutual Ben- 
efit Life Insurance 
Company. Mutu- 
al’s president, 
John S. Thomp- 
son, made the 
presentation at a luncheon in Newark, 
December 14, which was arranged by 
Milford A. Vieser, vice president in 
charge of city investments. 

Mr. Lambrecht’s firm, Lambrecht 
Realty Company, has a unique record 
of father and son association with 
Mutual Benefit. His father headed 
the firm when it originally became the 
insurance company’s correspondent, 
and after the elder Mr. Lambrecht’s 
death, the contact was continued un- 
aer Edward F. Lambrecht. The elder 
Mr. Lambrecht preceded his son on 
the MBA board. 

The plaque, signed by Mr. Thomp- 
son, Mr. Vieser and W. Paul Stillman, 
chairman of Mutual’s board, said it 
was presented “in recognition of his 
25 years of able and faithful service. 

It is the Company’s desire to 
record permanently its sincere appre- 
ciation of his outstanding record of 
service and to give written testimonial 
to the happy relationship which has 
always existed between him and the 
Company.” 

Mr. Lambrecht is a past president 
of the Detroit MBA and the Detroit 
Real Estate Board. He headed our 
convention committee at the 1950 
convention in Detroit. 





E. F. Lambrecht 


>> FIRE: MBA Vice President Au- 
brey M. Costa, president of the 
Southern Trust & Mortgage Com- 
pany, Dallas, had some bad luck the 
other day when fire broke out in the 
building adjoining his own at 1302 
Main street. The fire spread rapidly 
to his own quarters and the building 
is almost a total loss. The vaults 
saved his vital records and his filing 
(Continued page 18, column 3) 





MORTGAGE CREDIT WON'T BE AS EASY BUT IT'LL 
COST LESS IN THE END, BANK SURVEY POINTS OUT 


|S ere building costs reached an 

all-time peak in the third quar- 
ter of 1950, after the long advance 
which began before World War II, 
says the Cleveland Trust Company 
economic survey. Since the end of 
the war there has been only one in- 
terruption to the uptrend, and that 
was the moderate decline from late 
1948 to midsummer of 1949. 

And while the postwar years have 
been characterized by general price 
inflation, the increase in home build- 
ing costs—and hence in the prices of 
houses—has been substantially greater 
than in the wholesale price index of 
all commodities. 

The various indexes of building 
costs exhibit the same general trend 
over past years. One, the index of 
construction costs of a brick residence, 
compiled by E. H. Boeckh and Associ- 
ates, Inc., is based on the average cost 
for 20 large cities, of materials and 
wage rates combined. On the first 
diagram (left, below) this index is 
plotted monthly for the postwar years, 
with the latest available month being 
August, 1950. 

The sharp postwar rise in home 
building costs is clearly evident. Thus 
the construction cost of a new brick 
house started in August, 1950, was 
12 per cent higher than a year 
earlier; 4 per cent above the previous 
peak in the Fall of 1948; 54 per cent 
above January of 1946; and 144 per 
cent higher than the 1935-1939 av- 
erage. The advance in the curve this 
year has been caused by increases in 


both wage rates and building mate- 
rials prices. 

The high price of new homes has 
been partly obscured by the extremely 
easy financing terms which were en- 
couraged by the government until 
recently. Many people were attracted 
by long maturities and low down pay- 
ments—or in the case of veterans, 
no down payment at all. Actually 
these features considerably increased 
the ultimate cost of a house to the 
buyer, whether he realized it or not. 


Under Regulation X, the minimum 
terms for home mortgage credit have 
been severely tightened. That means 
a higher initial cost to the buyer, as 
compared with the easy terms for- 
merly available. But it also reduces 
the total cost to maturity through a 
saving in interest charges—a point 
which sometimes escapes attention. 

How this works out is illustrated 
by the three examples in the second 
diagram (right, below). In each case, 
it is assumed that a veteran is pur- 
chasing a new $10,000 home at an 
interest rate of 4 per cent. Examples 
A and B represent two ways in which 
this could have been financed before 
Regulation X. Example C is based 
on the minimum terms required un- 
der this regulation—that is, a 20-year 
maturity and, in the case of veterans, 
a 13 per cent down payment. 

The total cost in each case is as 
follows: under “A”—$17,190; under 
“B”— $14,544; and under “C”— 
$13,955. 





CONSTRUCTION COST OF BRICK RESIDENCE 


1935- 392100 


TOTAL PAYMENT FOR $1Q000 HOUSE 
UNDER 3 METHODS OF FINANCING 
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$7,190) 


$1Q000 








8. NO OOWN PAYMENT. 20-YEAR MATURITY 





$10,000 4,544 








C. 13% OOWN PAYMENT. 20-YEAR MATURITY 


PRIN InT. 


$1300 DOWN 
$8700 BAL. 
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An Ideal Companion 


A “Lawyers Title” policy is an ideal companion for your 
mortgage loans. It is a synonym for safe, sound title insur- 
ance protection and is always accepted and often preferred 
by large corporate investors. 


Lawyers Title is outstanding— 

... In amount and character of assets available for pro- 
tection of policyholders, 

... In capital, surplus and reserves which exceed those of 
any company in the Nation engaged solely in the title 
insurance business, 

. .. In experience in solving title insurance problems for the 
lawyer, the mortgage banker and the life insurance company. 


There is no other title company with so much to offer you 
in financial strength, in national reputation and in ability 
to furnish title insurance safely and soundly over so wide 
an area. 


inia ) 


Jawyers Title Insurance (Orporation 


Cveraleng we New York Slate as | Virgenes) Lawyers Tile Intmrance Corporation 


Home Office ~ Richmond . Virginia 


TITLES INSURED THROUGHOUT 30 STATES AND THE ISLAND OF 
PUERTO RICO. BRANCH OFFICES IN ATLANTA « BIRMINGHAM 
CAMDEN «+ CINCINNATI « CLEVELAND + COLUMBUS « DALLAS 
DAYTON + DETROIT + MIAMI + NEWARK + NEW ORLEANS 
NEW YORK + PITTSBURGH + RICHMOND + WASHINGTON 
WILMINGTON + WINSTON-SALEM + WINTER HAVEN «+ REP. 
RESENTED BY LOCAL TITLE COMPANIES IN 94 OTHER CITIES. 





4 The Mortgage Banker for January, 1951 





Ble thortgage Bauker 


The Mortgage Business in 1951 
As Some Lenders See It 


A symposium of views of representative lenders 
nation-wide of what they expect in the new year 


ESPITE the Korean 

stands in the closing days of 
1950, despite Regulation X, the new 
FHA and VA terms, despite just 
about everything else that might be 
chalked up on the negative side, 1951 
is going to be a pretty good year for 
mortgage lenders, especially the first 
half. The latter half is less certain 
and nothing seems certain beyond 
that. And although the latter part of 
1950 has been heavily clouded with 
uncertainty, with one serious inter- 
national development after another, 
the year appears to have been an ex- 
cellent one for mortgage lenders gen- 
erally. 


war as it 


These statements appear justified 
based upon a 30-city survey which 
THe Mortcace BANKER made among 
representative lenders as 1950 
bowing out. With no claim to being 
a broad, over-all analysis of just where 


was 


the business stood at the close of the 
year or as a guide to follow in 1951, 
the views expressed reflect what rep- 
resentative mortgage lenders think 
now and what they expect in the next 
12 months under the new conditions 
with which the industry will be con- 
fronted. 

Some of the highlights of the sur- 
vey might be set down about as fol- 
lows: 
2> Total mortgage loan volume in 
the last six months of 1950 was off 
from 10 to 25 per cent say most lend- 
ers interviewed—but that has no sig- 
nificance actually because an equal 
number reported increased volume or 
only slight decreases. We were appar- 
ently too early to get representative 


data on this score; the new regula- 
tions have not become fully effective 
yet. 
>> FHA volume was off most with 
VA next and conventional loans off 
little or not at all—according to the 
data supplied THe Mortcace BANKER. 
Use of actual figures would be mis- 
leading as would use of any “aver- 
ages.” With one firm reporting a 50 
per cent drop in FHA, another a 75 
per cent slide in VA and still others 
reporting large increases in conven- 
tional business and, at the same time, 
other companies reporting exactly op- 
posite experiences—all this combines 
te discourage arriving at an average. 
The year 1951 is another matter. 
Those whose opinions were used in 


Looking Ahead with Lenders in Chicago, Indianapolis, Memphis 


By H. F. PHILIPSBORN 
H. F. Philipsborn & Co. 
Chicago 
UR volume the first six months 
of 1950 was up 20 per 
With the dropping off of 608s, our 
last six months’ production dropped 
50 per cent. Our volume of conven- 
tional increased 50 per cent. 

We expect a good conventional bus- 
iness in 1951. I believe there will be 
a splendid demand for real estate be- 
cause purchases will be used as hedges 
against inflation. 

I think life insurance companies 
will continue to buy loans freely. Reg- 
ulation X will decrease new construc- 
tion terrifically ——I think more than 
Mr. Foley has planned. The carry- 
over from 1950 may not show the 
decrease as clearly as it will be no- 
ticed in 1952. 


cent. 


By H. DUFF VILM 
H. Duff Vilm Mortgage Co. 
Indianapolis 

T APPEARS to our office that the 

overall-volume, especially for new 
construction, will be lower for 1951. 
Some of this may be overcome by a 
greater turnover in existing properties 
that will require financing for the new 
purchaser. There will be a stronger 
market for FHA loans under Regula- 
tion X; however, for a period of time 
it is our opinion that the attitude of 
the life insurance companies on VA 
loans will be slightly more rigid than 
allowed under Regulation X. Under 
the new regulations we will secure a 
better quality of business because 
everyone will have to put more em- 
phasis on the ability of the borrower 
to meet the required amortization. 
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By JAMES E. McGEHEE 
James E. McGehee & Co. 
Memphis 

EGULATION X will undoubt- 

edly have very little effect on 
conventional loans since these have 
been well margined. It should have 
little effect if any on FHA loans where 
houses sell from $12,000 to $15,000. 
It appears that for houses selling for 
$10,000 and under, VA 501 loans will 
offer the only satisfactory loan for 
any volume. In Memphis, the need 
for additional housing still exists, as 
evidenced by FHA’s recent survey, 
which disclosed that there are only 
ten new completed houses unsold. 
Only one of the ten has been com- 
pleted for over thirty days, and only 
two of the ten were being offered for 
sale under $10,000. 








Forecast jor 1951 


the round up for 1951 say _ these 


things: 


>> That FHA business is going to be 
off 25 to 50 per cent—again, it would 
be misleading to use an “average” be- 
cause the predictions are for drops of 
from 5 to 80 per with a 
declaring that they’ll do more FHA 
1951 


cent few 


business in 


>> That VA business will drop sub- 
stantially too and the predictions as 
to how much are almost in line with 
those expressed for FHA volume 


>> That conventional loans will also 
decline but nothing like the decreases 
anticipated for guaranteed and in- 
Some of those 
sponded, however, apparently take a 


sured loans. who re- 
rather dim view of conventional loans 
because they indicate anticipated de- 
clines of from 50 to 80 per cent. One 
100 


increase in 


member expects a drop ot 
FHA like 
conventional loans. A few apparently 
were unduly affected by the disturbed 


international developments because if 


per 


cent in and a 


their own predictions prove to be cor- 
rect, they’re out of business! 

On down in the questionnaire, THe 
Mortcace BANKER inquired as to 
what they thought might be in store 
for single-family 
Almost without exception the answer 
was “higher” but how much we failed 
to ask. Quite a number think “higher” 


houses as to price. 


is right—until about the middle of 
1951; beyond that, they aren’t so 
sure. 


For commercial property generally, 
the answer is also higher prices, ac- 
cording to what our experts told us. 

One more question was put to 
them: how about your delinquencies 
in the past six months and what’s the 
outlook for 1951? Answers: 


>> Delinquencies are still no prob- 
lems. They’re few and far between: 
and, as of now anyway, nothing to 
become excited about at all. 


>> But for 1951 we are not so sure, 
said these mortgage men. Most of 
them—about one—said they 
do not expect any appreciable rise at 
all in 1951; but the others do look 
for more and are preparing for them. 

The most outstanding fact uncov- 
ered in this sampling of mortgage 
opinion was this: lenders are just as 
confused as everyone else at this time 
with the threat of complete mobiliza- 
tion a distinct possibility and inter- 
national developments likely to knock 
all expectations into a cocked hat. 
We couldn’t have picked a worse time, 
one mortgage man told us, to ask for 
opinions on the future of the business. 
Possibly this was the worst possible 
time to ask anyone to forecast any- 
thing. 

Our fifth and query 
specific at all. We inquired as to what 
“seemed pertinent in the business at 
the moment,” impressions of the re- 
strictions, attitude of the investing 
institutions, etc. Some of these rep- 
resentative views* constitute a follow 
up to these general impressions: 


four to 


last wasn’t 


EVEN WITH RESTRICTIONS, 1951 VOLUME WOULD BE A 
GOOD ONE IF COMPARED TO THOSE OF NORMAL YEARS 


By JAMES W. ROUSE 
The Moss-Rouse Company, Baltimore 


HE. major influence on all busi- 
ness in 1951 will be mobilization. 
If global war develops, the entire re- 
sources of the country will be directed 
to it. No intelligent predictions can 
be made in that event as to what, if 
anything, will be left of any business. 
Assuming the avoidance of a global 
war and a continuance of the present 
mobilization program (defense 
penditures of 40 to 50 billion dollars 
per year), the following estimates for 
1951 appear reasonable: 


eX- 


*Among others supplying data: Jack D. Merriman, 
Merriman Mortgage Company, Kansas City, Mo.; 
Homer astian, Fidelity Investment Co., 
Wichita: Earl Linn, Weitz-Linn Investment Co., 
Des Moines; Walter H. Rolapp, Pacific Mortgage 
Corp, Los Angeles; W. R. Johnston, W. R. John- 
ston & Co,. Oklahoma City, and J. E. Foster, Jr., 
J. E. Foster & Son, Inc., Ft. Worth 


6 


>> A substantial reduction in build- 
ing activity leveling out at probably 
50 per cent of the pre-Korean pace. 
>> A corresponding reduction in 
mortgage volume with a substantial 
proportion of the reduction being ex- 
perienced in large-scale rental housing 
projects. 

>> Increased competition among life 
insurance companies and savings 





Regulation X was as timely and 
well conceived as it could possibly be. 
Mortgage loan volume will, and 
should, decline—-WALLACE Motr, 
Watiace Mor Company, BEVERLY 
Hits, Catir. 


banks for the reduced supply of mort- 
gage investments resulting in lower 
net yields to the investor. These lower 
yields will be the result of higher 
premiums in some cases and reduced 
rates in others. VA loans will become 
attractive investments again and will 
bring premiums in the secondary mar- 


ket. 


>> A 50 per cent reduction in build- 
ing activity would leave a new con- 
struction volume in excess of 700,000 
units per year. This volume, when 
added to the high turn-over of exist- 
ing houses, will assure the continu- 
ance of a substantial volume of mort- 
gage business. In comparison with 
almost any period except the recent 
record-breaking years, it would be re- 
garded as a healthy and above-aver- 
age volume of business. Any soundly 
geared mortgage originator should be 
able to continue successful operations 
in such a market. 


Bright Side 

The bright side of 1951 should be 
a return to a sounder type of mort- 
gage business resulting from lower 
loan ratios and higher down pay- 
ments. It may well be that the recent 
credit regulations have saved the 
housing and housing finance industry 
from the collapse which is custom- 
arily associated with a run-away mar- 
ket. There is certainly justification for 
wondering how long the terrific con- 
struction pace could have continued 
without reaching the point at which 
the supply of houses on the market 
exceeded the supply of buyers willing 
and able to pay construction cost plus 
a reasonable profit. The enforced ta- 
pering-off in construction may have 
saved many builders and mortgage 
lenders from losses which they were 
reluctant to anticipate. 

It is important to note the speed 
and facility with which the housing 
and housing finance industries can 
now be controlled by credit regula- 
tion. Perhaps no other major industry 
is so susceptible to central planning. 
This, in itself, is probably the most im- 
portant fact of 1950 for it indicates the 
extent to which future developments 
will be directed and controlled from 
Washington rather than by the hous- 
ing industry and the operation of 
forces in the housing market. It is 
important to note that the so-called 
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“controls” are not, for the most part, 
“controls” at all, but a withdrawal of 
props supporting the market to which 
the industry had become accustomed. 
The housing and housing finance in- 
dustries have been “regimented” not 


by controls or other coercive action 
at all but by becoming dependent 
upon government assistance. In most 
instances this assistance from the gov- 
ernment has been at the plea of the 
industry itself. 


UNLESS ACTION IS TAKEN FHA WILL BE SMALL FACTOR 
IN THE FUTURE IN THE ONE-FAMILY HOUSE MARKET 


By GEORGE B. UNDERWOOD 
Underwood Mortgage & Title Co., Irvington, N. J. 


YONSTRUCTION of single-family 


houses reached record propor- 
tions in New Jersey in 1950. The 
greatest stimulus has been the “no- 


down-payment, thirty-year” loan to 
veterans. Tract after tract has been 
solidly sold to veterans on this plan. 
Regardless of controls which are set 
in operation by FHA, VA or Federal 
Reserve, a carry-over of business 
started in the first six months will 
make the second six months a record 
period against any corresponding pe- 
riod in the past. 

At the beginning of the year, about 
30 per cent of the one-family house 
business was FHA 505; but with its 
elimination, more than 90 per cent 
of the loans granted through this-of- 
fice have been under 501. 

In New Jersey the impact of Regu- 
lation X will not be felt until about 
the middle of 1951. The reason for 
this has been that builders were pre- 
paring for next Spring’s starts this 
Fall, and there was heavy filing of 
developments for panel appraisal pri- 
or to the deadline on October 12th. 
This office alone has filed panel ap- 
praisals for more than 2,000 houses 
which will be exempt from Regula- 
tion X and will be starts for 1951. 

As to the effect of Regulation X 
upon the future of the one-family 
building industry, a rather quick sur- 
vey of some developments indicate 
that in the larger tracts more than 
85 per cent of the buyers qualified 
only under the “no-down-payment, 
thirty-year” mortgage, and a cursory 
analysis would indicate that about 
only 20 per cent would be able to 
qualify under the requirements of 
Regulation X. It can be assumed that 
sales will drop 75 per cent or more 
during 1951, and that starts next year 
should be from 25 per cent to 30 per 
cent lower in this area than this year. 
I am taking into account the normal 
carry-over from 1950 as well as the 
abnormal filing for panel appraisals 


or October | Ith, to enable veterans 
to obtain the 5 per cent down-pay- 
ment, thirty-year plan. However, the 
latter part of 1951 should show a de- 
cided drop in starts; and unless there 
is some liberalizing of controls, it can 
be definitely assumed that starts in 
this area will be down 70 to 80 pet 
cent in 1952. In other words, the one- 
family building industry will be al- 
most paralyzed under these radical 
controls. 





X AND FHA-VA TERMS 
ARE NOT TOO SEVERE 


By W. C. NELSON 
Eberhardt Co. 
Minneapolis 


T APPEARS that contractors will 

reduce their starts approximately 
90 per cent. Construction money is 
becoming more difficult to secure for 
builders. Some of the banks have 
made further restrictions on loan cor- 
respondents as far as warehousing of 
construction loans is concerned. 

Currently it seems that life compa- 
nies are more actively seeking conven- 
tional loans because their portfolios 
have been fairly well filled with FHA 
and GI loans. By March or April of 
next year we shall see a reversal of 
this situation because currently the 
lite companies have a large backlog 
of outstanding commitments. With 
the lack of new business coming in, 
there will be considerable competi- 
tion among investors in the spring of 
the year for loans of all types. We do 
not believe that the restrictions on 
FHA and VA loans have been too 
severe but psychologically it has had 
a material effect on both buyers and 
builders. Regulation X has had no 
particular effect at all because con- 
ventional loans have generally been 
within the limitations set up under 
Regulation X. 
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Garden apartments are still going 
ahead and commitments are being is- 
sued on those projects filed prior to 
March Ist. By the middle of 1951, 
this phase of the FHA activities will 
be pretty much completed. As far as 
FHA is concerned, production has 
fallen considerably, and because of the 
aggressive action of the VA in re- 
quiring its own inspections, it appears 
that right now the FHA is no longer 
the factor it has been. Unless steps 
are taken to change this trend, we 
will find FHA assuming a very small 
part in the one-family house field. 
This would be a regrettable occur- 


rence, 


THINKS 1951 VOLUME 
NOT DOWN TOO MUCH 


By A. H. SEISE 


Northern Illinois Mortgage Co. 
Rockford, Hl. 


E DO not look for much falling 

off in our business in 1951. It 
is a little early to fore-see the effects 
of Regulation X; however, we do not 
believe it will materially affect our 
volume because we have never taken 
a GI loan without a 10 per cent down 
payment. 

The effects of Regulation X will 
undoubtedly check the building of 
any low class houses in other cities, 
but do not believe it will affect the 
building of them in Rockford because 
most mortgage houses here have been 
getting substantial down payments 
from the GIs and have not tried to 
build houses and sell them with a 
100 per cent mortgage. 

There will be more conventional 
loans made that would normally be 
FHA. The reason for this is due to 
the low appraisals by FHA and the 
length of time it takes to receive an 
FHA commitment. The new regula- 
tion will not affect the building of 
higher priced houses because most of 
these houses that were built here have 
been built by people who have had 
sufficient cash to make a heavy down 
payment or in many cases all] cash. 
We do not believe that prices will be 
any lower on either residential or 
commercial buildings the coming 
year, but probably higher due to con- 
tinual demands for higher labor. 

Regulation X will be the cause for 
better and more conventional loans 
and should be a good thing for busi- 


ness in general. 
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DAY OF “ORDER TAKER” IS OVER BUT THERE WILL BE 
BUSINESS IF YOU KEEP ABREAST OF NEW CONDITIONS 


By W. BRAXTON ROSS 


Morrison & Morrison, Inc., Denver 


O ONE can tell exactly which 
way we are going. It appears at 
the moment, because of the with- 


drawal of FNMA commitments and 
the new FHA and VA regulations to- 
gether with Regulation X, the large 
home developers will be considerably 
retarded. Much of the building now 
under way was started prior to Octo- 
ber 12th, some even earlier than that, 
and had FNMA commitments. I am 
of the opinion that new units for 
1951 will be much closer to 450,000 
than the 800,000 that the administra- 
tion is shooting at. 


In the last few years, we have seen 
might be called 
the large 
His loans were guaran- 


what a guaranteed 
market for 


small homes. 


developer of 


teed, his price was guaranteed, and, in 
the payment 
and the monthly payments were less 
He had only to take orders. 


many instances, down 


than rent 

This type of developer will be 
greatly affected by the 
tions and regulations and in all prob- 
ability will cut his 1951 program at 
least 50 per cent. On the other hand, 


new restric- 


some of these builders may go into 
the large construction field, such as 
industrial plants, hospitals, schools, 
etc. where there will be increasing 
building activity. 

Because of the fewer loans that 
will be available for life insurance 


companies to purchase as investments 

if the above is true — it appears 
that we can expect greater competi- 
tion for these loans providing of 
course their portfolios are not full to 
the per cent they desire and providing 
that they will not be called upon too 
heavily to invest in government bonds. 

Conventional loans will be made in 
greater number, inasmuch as many 
institutions are in a position to make 
as liberal a loan as can be made 
under the new FHA regulations; and 
of course the conventional loan can 
be made with much greater speed and 
less red tape and in the final analysis, 
is usually cheaper than an FHA loan. 

There will be still good business for 
those in the mortgage field who keep 
abreast of conditions and put in their 
best efforts. 


MORTGAGE SUPPLY WILL NOT MEET DEMAND, PREMIUMS 
WILL MOVE TO HIGHER LEVEL BY MIDDLE OF NEW YEAR 


By LAWRENCE A. EPTER 


Lawrence A, Epter & Associates, Inc., New York 


reduction in volume 


construction 


( VER-ALL 
of business on new 
under all forms of financing will be 
approximately 35 per cent. Many in- 
stitutions have issued advanced com- 
mitments under all forms of financing 
take them through the 
1951 they are con- 
commit for 


which will 


mid-year of and 
tinuing to type of 


loan that meets their investment port- 


any 


folio requirements. 
Regulation X is 


necessarily 


modified 
have to 


Unless 
the volume 
drop although there will be new in- 


will 


vestments and institutions will, as they 
are now, begin to give serious con- 
sideration to Title 1, Section 8 loans. 

Che unfortunate part of Regulation 
X is the additional restrictions placed 
on financing affecting existing con- 
are made 


struction if applications 


8 


under FHA or VA forms of financing. 
This is directly contrary to the ex- 
pression of the Defense Production 
Act of 1950; and it should be modi- 





Our business will be down approxi- 
mately 60 per cent. We do 
anticipate much in FHA loans as we 


not 


think our builders will go to conven- 
tional financing. We expect VA to be 
our Life 
companies will be buying GI loans at 
par, or perhaps paying a premium, 
this depending upon the length of 
time we operate under Regulation X 
and any modifications. Life companies 
will continue their policies in regard 
to mortgage loans regardless of scarc- 
ity.—GeorGE S. Goopygear, GOODYEAR 
Mortcace Corp., Cuarvortte, N. C. 


largest volume. insurance 


fied immediately. FHA and VA 
insurance and guarantees will be ma- 
terially reduced and _ conventional 
financing will come to the forefront 
in that under conventional financing 
on existing construction the terms in 
most cases are far more liberal than 
the restrictions presently enforced 
under government financing as inter- 
preted under Regulation X. 

The pressure of loanable funds cre- 
ated by fresh deposits, new life insur- 
ance written, and amortization will, 
in our opinion, create a demand for 
mortgages that will not be able to be 
met by the supply available with the 
result that premiums will definitely 
move to a higher level no later than 
the mid-year of 1951, barring a modi- 
fication of Regulation X. 


DIRECT LENDING ALSO 
CONNECTICUT FACTOR 


By DONALD E. NETTLETON 
The Lomas & Nettleton Company 
New Haven 

In estimating 1951 mortgage ac- 
tivity in Connecticut, not only will 
Regulation X and FHA and VA re- 
strictions have to be considered, but 
also the effects of the sixty mil- 
lion dollar loan program’ under- 
taken by the State as direct mort- 
gagee, with private approved institu- 
tions acting as its agent. 

The State program beamed at 
providing home ownership for the 
family of modest income has proved 
attractive to many builders with the 
result that they have undertaken vol- 
ume building in excess of any former 
operations. This heavy building pro- 
gram is only partially completed with 
a great many contemplated starts yet 


to be made under FHA and VA 
finance commitments made secure 
prior to October 12, 1950. Add to 


these a considerable number of other 
building starts now being made which 
will also be financed under prior mort- 
gage commitments, it would appear 
that the present backlog will result 
in a very considerable mortgage ac- 
tivity, especially VA and FHA, until 
possibly April or May. From there on 
it would seem that the present credit 
regulations will markedly curb new 
residential construction and mortgage 
activity; and in spite of a very active 
first half, the total 1951 mortgage vol- 
ume will very likely be less than 1950, 
especially for FHA and VA loans. 
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REGULATION X IS NOT 
FACTOR HERE AS YET 


By NORMAN R. LLOYD 
dilied Mortgages, Inc., Cleveland 


Overall mortgage volume will drop 
somewhere between 35 per cent and 
30 per cent during 1951. Most of this 
loss will be in 501s in houses ranging 
from $10,500 to $12,000 in value. We 
find the market in more expensive 
houses, particularly the $18,000 to 
$30,000 field to be excellent. We have 
had no difficulty with Regulation X 
in this field. 

The drop off in overall volume 
will have some tendency to increase 
the desire of life companies to build 
up their volume as far as possible; 
and this may have a tendency to in- 
crease premiums. We expect to lose 
most of our volume in the 501 field. 
[he FHA volume being done in our 
area is negligible. 


4% LOANS TO SELL AT 
PREMIUMS 6 MONTHS? 


By H. A. MELICK 
T. B. O'Toole, Inc., Wilmington 


1950 has been our best year, but | 
am afraid 1951’s production of busi- 
ness will fall off considerably. New 
credit restrictions, of course, will play 
a prominent part, as will the ever- 
present threat of further curbs on 
materials. An analysis of the business 
we have in the making for 195] 
would seem to indicate that poten- 
tially 1951 could be a good one—but 
that condition exists only on paper. 
The mere fact that statistically 1,000 
persons could buy under the new reg- 
ulations does not mean that a builder 
will push to the limit of the market. 
In other words, if figures say he could 
start, and possibly sell, 1,000 units, 
actually his number of starts will be 
well under that figure. There is no 
percentage in taking great risks under 
present-day conditions. 

I feel we will find another casualty 





The total national volume of mort- 
gage loans should show a very sub- 
stantial decrease because of the 
reduced activity of banks, the credit 
restrictions. . . . Life insurance com- 
panies will absorb a substantial vol- 
ume but will continue a policy of 
careful selection —CLaupbE R. Daven- 
porT, First Mortcace Corp., Ricu- 
MOND. 


Regulation X, together with the 
FHA and VA restrictions, was like 
locking the barn door after the horse 


has escaped. However, it will, in my 


opinion, place the mortgage business 
on a much sounder basis and will, in 
the long run, benefit not only the 
borrower but the mortgage banker as 
well. Easy credit is like a sedative 
that artificially relieves pain tempo- 
rarily but its continual use breaks 
down all initiative.— Lon WortH 
Crow, Jr., Lon WortH Crow Com- 
PANY, MIAMI. 





in our industry as a result of the new 
regulations—the construction lender. 
The atmosphere of uncertainty that 
has been created will drive interim 
financing underground. As is often 
the case, the collateral bad effects of 
restrictions are sometimes worse than 
the direct impact. 

There is no question but that the 
life companies will be back in the VA- 
301 market stronger than ever. In fact, 
I would not be surprised to see premi- 
ums being paid for 4 per cent paper 
within the next 6 months. 

While, as the theorists state, on 
paper 1951 does not have to be a bad 
year, actually the widespread uncer- 
tainty will result in our having a 
worse year than perhaps most of us 
visualize at this time. 


X PROVING UNFAIR TO 
SOME OF BORROWERS 


By WILFRED G. GEHR 
Wilfred G. Gehr Company 
New Orleans 

Volume of loans closed during the 
last six months of 1950 will equal or 
exceed the first six months of 1950 
but the volume for 1951 will be about 
50 per cent with FHA loans 
approximately 60 per cent of 
those in 1950, VA loans about 40 
per cent and conventional loans about 
the same or possibly some increase. 
In 1951 the price of single and double 
family homes will be higher than at 


less, 


present. 

The percentage of delinquencies in 
the last six months of 1950 were up 
4 per cent to 5 per cent and I expect 
an increase during 1951. 

The restrictions on financing are 
unfair to persons purchasing homes 
from the $12,000 to $25,000 class. 
My experience has been that pur- 
chasers of houses in this bracket have 
more tangible assets and a more stable 
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or larger income than the purchasers 
of homes from $5,000 to $10,000. Re- 
quirements of a larger down payment 
on homes selling from $12,000 to 
$25,000 does not restrict the use of 
any more material than a home sell- 
ing from $5,000 to $10,000 as the 
smaller, cheaper home needs a kitchen 
and bathroom and other items just 
the same as a home costing $25,000 
or $30,000. 


HOME BUILDER VIEW OF 
WHAT'S AHEAD IN 1951 


The viewpoint of the home builder, 
as expressed by Frank W. Cortright 
of the NAHB, is for considerably 
fewer starts than the government 
expects: 

My best guess as to how many new 
homes will rise in 1951 is a figure 
substantially under the 850,000 goal 
set by the government. 

One thing is certain: controls have 
already begun to slow down the great- 
est home construction team the world 
has ever known. Private builders 
started nearly 1,400,000 new homes 
and apartments in 1950. This is a 
world’s record, dwarfing the previous 
mark of 1,025,000 units made in 1949. 

Although the industry is starting a 
high volume of new homes, starts will 
heavily decline during 1951 because 
of the war economy and government 
controls over consumer credit, with 
Regulation X heading the list. 

In any war economy, with its con- 
trols within controls, there often are 
cases of too severe administrative 
regulations. One of these is Regula- 
tion X, particularly as it hits the great 
metropolitan areas where housing is 
needed most. 

Veterans and other home buyers 
must now pay three and four times 
as much down in high cost areas for 
the same size house as buyers in the 
low cost areas. 

Regardless of government action, 
when surveys disclose the extent of 
the drop in housing volume caused 
by Regulation X, some equitable ad- 
justment for the high cost areas should 
be made at once. 





Both FHA and VA volume will be 
less in 1951. Most financial institu- 
tions are still not interested in 4 per 
cent mortgages; and no FNMA prior 
commitments is having a dampening 
effect on GlIs.—A, F. Bassetr, Der- 
TrRoIT TRust CoMPANY. 








UBLIC housing is having trouble. 
Trouble of various kinds and com- 
For 


were a 


ing from many sources. one 
thing, the election returns 
headache. They didn’t augur 
for socialized housing. Madison and 
Kenosha, Wis., other 
voted on public housing and turned 
it down—the 44th and 45th cities in 
the country to do so. The prospect 
now is for more direct appeals to 
voters on public housing——for instance, 
in Chicago, where a referendum is 
sought for the mayoral election in 
April, 1951. To get it before the pub- 
lic, 520,000 signatures are needed and 


well 


among cities, 


to get them, a house-to-house canvas 
is planned with sidewalk stands in 
busy shopping districts. In California, 
voters were asked to approve a propo- 
sition requiring that before public- 
financed housing can be constructed 
in any community, it must first get 
direct approval of the voters. Both 
candidates for governors opposed the 
idea but the people liked it and so 
Whatever the election 
may have meant in national policy, 


voted. else 
it was not encouraging for public 
housing 

Another headache is rising construc- 
tion costs, and here public housing is 
really up against it. After the most re- 
cent housing legislation was passed, the 
program was slow to start; and while 
the planning and blue-printing were 
underway, prices soared. Now public 
housing faces greatly increased costs 
of construction. 

Co meet the rise in costs, Washing- 
ton is ordering drastic cuts to meet 
them. Typical is the action taken in 
Chicago where six of the 13 projects 
been delayed and PHA has 
ordered a cut of 20 per cent. To 
achieve it, PHA ordered a cut in the 
Under the old stand- 


have 


size of rooms. 


10 


ards, a two bedroom apartment had 
to have 750 square feet of space. The 
new requirement is 675 square feet. 

The Housing Act of 1949 author- 
ized HHFA to grant a total of $3 
billion in loans and grants to help 
clear slums, put up new housing 
projects, modernize and repair farm 
buildings, and undertake housing re- 
search. PHA could spend up to $363 
million annually to keep rents low 
in public housing units. 


Little Done So Far 


But by the middle of October, work 
had been started on only 11,100* 
dwelling units since the law was 
passed in July, 1949. These units are 
in 51 separate projects in 39 locali- 
ties. Of the 11,100 units, 8,075 have 
been started since June 30, 1950. 

About 50,000 units in 162 projects 
over the country have been given 
clearance by HHFA. Of that total, 
roughly 20,000 units are in the area 
covered by PHA’s New York office 
New York and New Jersey. The 
other 30,000 are scattered around the 
country. 

Most of the projects already under 
way had been planned even before 
World War II, under provisions of 
the Housing Act of 1937. Wartime 
shortages held them up but after the 
1949 legislation was passed the rush 
began. 

While these 11,100 units were be- 
ing built, the private home-building 
industry constructed 1,100,000 units 
in the first nine months of 1950. 

After Korea, the President ordered 
a cut in public housing units to not 


*Not 11,100, says CIO, but 650 units as of July 
31, 1950. PHA is in the house with CIO, but 
good. It’s a complete failure, CIO contends. ‘““PHA 
has adopted a most bureaucratic, the most hide- 
bound, unbending approach to the administration 
of the law.’ That's from CIO’s annual report, 
not an opinion of the Realtors or builders. 





more than 30,000 during the last six 
months of 1950 but even that proved 
to be an optimistic goal. 

Getting a project going these days 
involves a lot of work—and head- 
aches. First, the local housing au- 
thority must submit plans and speci- 
fications to HHFA for approval. 
Those plans must conform to provi- 
sions in the housing law, including 
specified cost maximums. 


Mounting costs of putting up a 
home or apartment building has hit 
public housing hard because when 
it becomes expensive housing at low 
rents it’s no longer justified. 


Congress insisted that public hous- 
ing be built at as low a cost as pos- 
sible. The Housing Act specified a 
ceiling of $1,750 per room, though 
the agency could increase this to 
$2,500 a room in so-called “high cost 
areas.” 

In almost all proposals for local 
housing projects submitted to PHA 
for clearance, building costs have 
been far higher than can be ap- 
proved. In many instances, costs have 
approached the legal limit. 

To see how local housing authori- 
ties are planning projects, HHFA 
has had its staff studying 100 different 
public housing developments whose 
plans had been sent to Washington 
for approval. 

The agency has checked five main 
elements in each project—site plan 
and type of building, construction 
type, dwelling space, finish, and dwell- 
ing layout. Each element was rated 
independently and placed in one of 
four categories: Economical, mod- 
erate, expensive, and very extravagant. 

Of the 500 elements evaluated (five 
elements for each of the 100 pro- 
grams), 148 were considered either 
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The actions we have taken so far 
are intended to curtail the volume of 
new housing starts in 1951 to 800,- 
000 or 850,000 units compared to 
the estimated 1,300,000 in 1950. 

Actual developments growing out 
of these actions must be and will be 
continuously watched. If the re- 
sulting curtailment of construction 
volume is insufficient to reach these 
objectives, then further steps will be 
taken; and if the resulting curtail- 
ment is excessive, then modifications 
will be made to keep the proper bal- 
ance. Above all, the needs of na- 


1951 HOUSING TARGE 


By RAYMOND M. FOLEY 
HHFA Administrator 


tional defense and national security 
will be controlling in determining 
future policies for the construction 
economy. 

A substantial civilian construction 
program will go forward, even 
though its volume will be curtailed 
from the record levels of 1950. With- 
in this volume of construction, meas- 
urable progress can continue to be 


made in improving conditions in 
American communities. Federal cred- 
it assistance will continue to be avail- 
able for private housing construction 
under the programs of FHA and 
VA. Construction of urgently needed 
low-rent housing for families of low 
income will continue, even though at 
rates below the volume contemplated 
under the Housing Act of 1949. 

Advances to communities for the 
planning of specific public works 
will be continued, although limited 
to projects serving either defense or 
essential civilian needs. 





“expensive or very extravagant.” The 
factor recurring most frequently in 
the “expensive” or “very extrava- 
gant” column was dwelling space. It 
was found to be unduly costly in 52 
of the programs—slightly over half 
of all those examined. 


Now, in two-story apartment proj- 
ects, concrete second floors are being 
rejected unless local authorities can 
show they can get concrete floors 
poured as economically as they can 
use wood flooring. 


HHFA is setting new density stand- 
ards for various types of buildings, 
trying to reduce site and site improve- 
ment costs. It is also establishing a 
more uniform basis of cost estimating. 


All this may have far less signifi- 
cance later than might appear on the 
surface at the moment because the 
expanding needs of the defense effort 
will be the big factor. Both public 
housing and urban redevelopment are 
caught in the limitation orders just 
as is private construction. Washing- 
ton will, HHFA Administrator Ray- 
mond M. Foley said, give the re- 
armament program “full right of way” 


in all planning. The government will 
continue to plan slum clearance and 
redevelopment projects through the 
stage of contracting with cities for 
loans and grants, including loans for 
the purchase of land to be cleared. 


NEW MEMBERS OF MBA 

MBA’s membership campaign con- 
tinues to produce results with the con- 
centrated effort planned to begin 
atter the first of the new year. New 
members since the last report include: 
CALIFORNIA, Oxnard, McMillan Mort- 


gage & Investment Corporation 


DELAWARE, Wilmington, Eugene L. 
Connor 


INDIANA, 
Inc. 
LOUISIANA, New Orleans, Fidelity Bond 
& Mortgage Company, Inc. 
NEW JERSEY, Jersey City, 
County National Bank 
NORTH CAROLINA, Wilmington, Orrell 
Realty Company 
OHIO, Cleveland, The 
Loan Co. 
PENNSYLVANIA, York, York Tabulating 
Service, Incorporated 
VIRGINIA, Arlington, Talmage Wilcher, 
Inc. 


Gary, Mid-City Investments 


Hudson 


Union Savings & 


501 G. |. MORTGAGES 


Dallas, Texas and Vicinity 


FOR SALE 


Available in Blocks of $250,000.00 and up 


Net Yield to Purchaser 3!/2% 


SOUTHERN TRUST & MORTGAGE CO. 


F. M. Love, Chairman of Board 
1201 Main Street 


DALLAS, 








Auhwoy hy Costa, President 
e 


. Riverside 5551 
TEXAS 


The Mortgage Banker for January, 1951 


The contracts will carry provisions 
giving the government the right to 
delay the start of actual slum clear- 
ance “if national conditions should 
make such action necessary in any 
locality.” 

Most of the proposed urban re- 
development projects will not reach 
the stage of actual slum demolition 
and clearance until a year from now 
or later, Foley said. At that time 
HHFA will decide whether to pro- 
ceed immediately with the prepara- 
tion of sites for new housing con- 
struction. 





DETROIT 


AND 


MICHIGAN 


TITLE INSURANCE on 
both Owner's and 
Mortgagee's Policies 
anywhere in Michigan. 


ABSTRACTS prepared 
and extended on lands 
in Wayne, Oakland and 
Macomb Counties. 






TAX reports prepared 
on condition of taxes 
to real property located 
in metropolitan Detroit. 


ESCROW Agent in all 
matters involving real 
estate transactions. 


The Oldest Title insurance 
Compony in Michigan 


Abstract and Title 











GUARANTY COMPANY 


735 GRISWOLD + DETROIT 26, MICH 











How SAFE ARE VITAL RECORDS 
from BOMB ATTACK? 


If THE bomb hits, how safe are our vital records— 
mortgages, deeds, bank records, all the thousand and one 
evidences of the promises which men live by? Until the 
atomic era began, most people thought little of danger 
from beyond our shores because of the security which our 
position on the planet has given us. Now that security has 
vanished. A potential enemy also has the bomb and can 


HE unexpected turn in the Korean 
war after an early victory seemed 
brought home to the 
banking 


has 


real 


assured 
mortgage, estate and 
fields a grim realization which only 
a few months ago would have been 
difficult to create—-the simple matter 
of preserving against total destruction 
the records on which ownership of 
property and evidence of debt rests. 
Safekeeping these records has never 
been lightly undertaken but since the 
advent of atomic men have 


started to think and plan for what 


power, 
might happen. They saw what oc- 
curred in Hiroshima. Could it happen 
here? And what must be done to pre+ 
serve vital records? 

Slowly but surely all over this coun- 
try, and in others as well, there has 
been a growing appreciation of the 
need for proper planning to preserve 
vital A-bomb at- 
tack. 
trend a shot in the arm. And now the 
nation has felt a chill down its spine 
the 
tively entered the fight on the side of 
the North Koreans. It was the eventu- 
ality that all dreaded, all hoped to 
After the Korean affair had 
been all but ended, this new develop- 
ment occurred to make likely a con- 
tinuation of the fighting for some 
time to come. And with U.N. forces 
committed in the Far East who could 
forecast where other disturbances may 
break out? And if China should stay 
in the fight to the end, the prospect 
of warring on that vast nation with 
more than 463,000,000 people is 
something few want to contemplate. 


records in case of 


Then came Korea to give the 


when Chinese communists ac- 


avoid. 


All this has spurred the practical 
necessity of making plans now to 
preserve vital statistics, mortgage rec- 
ords, titles, bank records, contracts- 
everything that the 
dence on which the stability of eco- 
nomic life very largely rests. 


represents evi- 


So far the public doesn’t know too 
much about these plans. Institutions 
have not, and are not now, making 
any great fuss about what they are 
doing. Obviously such action isn’t 
necessary would serve to 


and only 


12 


likel y reach us with it. 


Preservation of human life is foremost but we also want 
to preserve our vital records without which chaos of a sort 
would result. Today, a great deal of serious thought and 
action is going into this matter. Quietly and without fan- 


fare many people and many 


institutions are planning for 


the most serious disaster—not because they think it’s coming 


but because they believe they 
to preserve the vital records 


alarm and disturb many people.* But 
the plans are going ahead just the 
same. Many institutions which are 
working on plans for duplicating their 
records honestly believe that it is 
probably unnecessary but are con- 
vinced that they must take every pro- 
tection possible for the welfare of those 
they serve. They feel that under con- 
ditions that exist today, and those 
likely to exist in the years ahead, they 
cannot afford to take a chance. 


A Mortgage Man Acts 


At least one mortgage banker has 
acted. In the October issue of THE 
Mortcace BANKER we related how 
Fidelity Bond & Mortgage Company 
of Philadelphia had sent duplicate 
copies of posting records of its mort- 
gages to a “retreat in the Poconos 
Mountains” 120 miles from the city. 
Additional records will be sent out 
of the city monthly and an up to 
date record will always be on hand at 
the mountain retreat. 

“We are not alarmists,” Joseph N. 
Gorson, president, said, “but we are 
taking these precautions because we 
think it is in the interest of good 
servicing on behalf of the 200 banks 

*A leading Los Angeles newspaper, guessing cor- 
rectly that the public isn’t doing much about 
preserving vital records, offered to microfilm life 
insurance policies and other documents and per- 


sonal papers for 25c each and then send the film 
to Colorado Springs. 


should take every precaution 
on which our stability rests. 


and insurance companies for whom 
we service mortgages to properly safe- 
guard records in the event of a disas- 
ter. Our principals will have notice 
of the exact address where these rec- 
ords will be stored in the event that 
there may be no other means of ob- 
taining the ncessary information.” 


Tue Mortcace BANKER discussed 
the matter with Mr. Gorson at the 
Detroit convention. 


“What we have done,” he said, 
“doesn’t indicate that we think dan- 
ger is immediate—of course we think 
no such thing. But we believe it is 
evidence that we are doing our ut- 
most to protect the vital records for 
the principals we serve.” 

Banks have been investigating what 
they should do. Naturally there has 
been more activity on the two coasts 
but if all developments were known, 
it is probably fairly general. 

New York City commercial banks 
are studying, and some of them are 
reported to be putting into effect, rec- 
ommendations of the New York 
Clearing House in a report on a pro- 
gram designed for an emergency 
which might result from an atom 
bomb attack. 


The report sets forth a program 
of duplication, housing, and protec- 
tion of records, and classifies records 
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as essential, desirable and those re- 
quiring maximum protection. 

Savings banks are studying recom- 
mendations by a committee of the 
National Association of Mutual Sav- 
ings Banks that they consider their 
vulnerability in case of war and pre- 
pare to carry out a program suitable 
to their requirements. The committee 
cautioned the savings banks against 
a haphazard approach to the prob- 
lem, warning that it might result in 
confusion and unwarranted expense. 

The report, which is also based on 
commercial bank activities, adds that 
the essential features of most pro- 
grams underway include the repro- 
duction through micro-filming or 
other devices of important records 
and documents and storing them away 
from the city. 

In Chicago, the Chicago Title & 
Trust Company has been duplicating 
its vital records on microfilm for 
storage away from the premises. 

“Day-to-day transactions are brought 
up-to-date at intervals on microfilm,” 
an official said “and stored with copies 
of the original records at a point out- 
side the city.” 

Chicago’s largest bank surveyed the 
construction of its security, cash and 
safe deposit vaults and concluded that 
“each such structure, all of which are 
below ground level, will withstand 
any bomb blast and will not collapse 
under any calculable load of debris 
that may fall upon it.” 

The city’s second largest bank 
called in experts to determine the 
strength of both its bank and safe de- 
posit vaults. They found that the 
vaults were “of exceptionally strong 
construction and, because they are 
below ground, could withstand the 
effects of these weapons.” Duplicates 
of the bank’s pertinent records are 
stored about 100 miles from Chicago. 
Through these it could reestablish 
what its assets were on a given date, 
the securities owned and who owes 
the bank money. It could also estab- 
lish its liabilities to depositors as of 
any given date and be in a position 
to resume business immediately fol- 
lowing an atomic bomb attack. 

Another Chicago bank is duplicat- 
ing its vital records and storing them 
about 90 miles from the city. 

The faith of banks in the strength 
of their vaults would appear well 
founded. The American Banker re- 
ported that in the atom bombing of 
Hiroshima, a two-story bank building 


ee 

What's your chance with the 
atomic bomb? Here's what the 
government says: 

“Should you happen to be 
right under the bomb, there is 
practically no hope of living 
through it. On the other 
hand ... from one-half to one 
mile away you have a 50-50 
chance. From one to one and 
one-half miles out, the odds that 
you will be killed are only 15 
in 100. And at points from one 
and one-half to two miles away, 
deaths drop to only two or three 
out of 100. Beyond two miles 
the explosion will cause prac- 
tically no deaths at all.” 

The Civilian Defense Office 
has just published a booklet, 
Survival Under Atomic Attack, 
which can be had from that 


office. 


ee 


constructed of steel and concrete that 
was within 300 yards of the explosion 
was almost totally destroyed. The 
bank vault was in an exposed building 
at ground level, with a six-inch door, 
rather than the massive safety deposit 
vault in which separate steel boxes 
protect articles and documents. While 
the building was almost totally de- 
stroyed, the manager said that: 
“Though the surface of the vault 
doors was heavily damaged, it con- 
tents were not affected at all and the 
cash and important documents were 
perfectly safe. The vault door was 
only superficially scarred and opened 
readily.” 

Based on this Japanese experience, 
the vaults of U. S. big city banks seem 
entirely safe. 

In all this preparation, microfilm- 
ing leads in plans to preserve vital 
records. Sales are booming. All sorts 


of institutions are taking to micro- 
filming their records. A New York 
broker filmed his customers’ accounts 
and buried the prints in the garden 
of his suburban home. One of the 
largest tobacco manufacturers films 
its bookkeeping records at the end of 
each month and out they go to an in- 
terior branch for safe keeping. 

Consolidated Edison Co. in New 
York is filming its stock transfer cer- 
tificates and maps of pipe and conduit 
locations and storing them outside the 
city. 

A large chemical company has had 
it valuable business and research rec- 
ords microfilmed for shipment to less 
strategic areas. 

What does microfilming involve? 
What does it cost? Who makes it? 

Four major manufacturers are Rec- 
ordak Corp., Bell & Howell Co., 
Remington Rand, Inc., and Diebold, 
Inc. Recordak and Remington Rand 
either sell or rent while others sell 
their equipment only. 

How does it work? The Wall Street 
Journal describes the microfilm proc- 
ess something like this: 

“The document to be photographed 
is fed into an electrically-operated, 
continuously-moving conveyor which 
carries it in front of a camera lens. 
The image is recorded on a moving 
reel of film at anywhere from one- 
seventeenth to one-thirty-seventh of its 
original size. The film is usually sent 
to its manufacturer for processing and 
then returned to the user; some big 
users do their own processing. 

“A file clerk needs only a few hours 
of instruction and practice to operate 
microfilm equipment skillfully, the 
makers say.” 

“Microfilm can shrink the contents 
of an ordinary file-cabinet drawer to 

(Continued page 24, column 1) 
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URBAN DECENTRALIZATION MEANS 
CITIES MUST ANNEX THE SUBURBS 


IFTY years ago, three out of five 

Americans lived in rural territory 
Today, three out of five live in urban 
[he two great trends with- 
in this change are the steady long- 
time farm population decline and the 
strong suburban growth evident since 
the time of World War I and greatly 
accelerated during World War II. A 
third trend is the stabilization of city 


territory 


populations. 

These are not new discoveries. The 
general facts have been observed for 
three decades, but the revealed extent 
of these changes is a bit startling as 


results of the Census of 1950 are 
compiled. 
Today there are in the United 


States 232 cities of over 50,000 popu- 
106 of them each containing 
over 100,000 inhabitants. Together, 
these 232 cities have a population of 


lation, 


over 54 million, or more than one- 
third of the nation’s population of 
150.7 million. 

More than one-half of the nation’s 
population is concentrated in the 168 
standard metropolitan areas of the 
country. Each of these areas is com- 


prised of one or more contiguous 


counties containing at least one cen- 
tral city of over 50,000 population 


as the core of 


an economically and 





Annis 


SERVICE 
COVERS 


OHIO 
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By DR. ROY V. PEEL 


Director, Bureau of the Census 


socially integrated cluster of people. 
[he combined population of these 
metropolitan areas now exceeds 84 
million inhabitants. Most of these 
reside in the central cities and suburbs. 
T_T 
The cause and effect of de- 
centralization in our American 
cities is an old story and bas 
been told and re-told so often 
that there seems little more to 
say. But the new census figures 
are pointing up the rapid pace 
at which it continues. During 
the last ten years, as the new 
compilations show, the suburban 
areas of our metropolitan cen- 
ters gained 35 per cent in popu- 
lation while the central cities 
increased only 13 per cent. All 
this is creating more and more 
hardships for urban municipal 
governments and somewhere 
along the line they will be faced 
with the problem of being com- 
mitted to supply a certain 
amount of services and no way 
to get the money to do it. Dr. 
Peel bas some ideas in that field 
which he discussed at the recent 
Creating Better Cities Confer- 
ence of the U. S. Chamber of 
Commerce. 
ee ee 
Over four-fifths of the national 
population increase in the last 10 





- DAYTON > 


years took place within the 168 met- 
ropolitan areas. As the nation gained 
a little over 19 million, the metro- 
politan areas gained nearly 15 million. 
Within these areas, the population of 
the suburbs had the largest increase, 
both numerically and in rate of 
growth. The outlying parts of the 
metropolitan areas gained 9 million 
or 35 per cent compared with the cen- 
tral cities’ gain of 5.7 million or 13 
per cent. 

While the rate of population growth 
in the expanding metropolitan sub- 
urbs was nearly 2! times that of the 
national rate of 14.5 per cent, the 
rate for the central cities fell short 
of the national average. The slow- 
ing of the growth rate in the cities 
is now the rule. It is evidence of the 
flattening out, or decentralization of 
the cities. 

Further evidence on the expansion 
of suburban population comes from 
the 1950 Census of Housing and the 
1948 Census of Business. The Hous- 
ing Census shows, as is obvious to 
expect, that the increase in the num- 
ber of suburban dwelling units has 
kept pace with the greater rate of 
suburban population growth. Like- 
wise, a recent summary of the 1948 
Business Census reveals that for the 


‘ MY & hes os a 
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tabulated. On April 1, 





While the nation has been counting noses, houses have also been 
1950, there were approximately 46,000,000 
dwelling units in the United States as against 37,325,470 in 1940. 
The change from 1940 to 1950 represents the greatest numerical in- 
crease in the country’s history; however, the percentage increase has 
been exceeded in many earlier decades. 








32 metropolitan areas containing cities 
of 250,000 or more population, the 
rate of business growth in the suburbs 
has exceeded that in the central cities. 
This is probably true down the scale. 

The 1948 Business Census reveals 
that the downtown business centers 
of the large cities have virtually been 
stabilized. It is not true that the 
commercial cores of the cities have 
shown any signs of withering away, 
but serious competition has sprung up 
for them in the suburbs. But just as 
the movement of population from the 
central city’s residential sections to 
the suburbs has held down or even 
depreciated tax values, the spreading 
out of business to the suburbs has fur- 
ther prevented the strengthening of 
the tax base necessary to meet the 
increasing cost of municipal opera- 
tions. 

Because they are not as well. or- 
ganized for the purpose of meeting 
community needs as the cities are, the 
suburbs have their problems too. They 
cannot depend on the central city’s 
organization for police and fire pro- 
tection, for street maintenance, for 
schools, and for all the other needs 
of a concentrated population. 

At the same time, these suburbs 
under county jurisdiction have grown 
so rapidly that the county organiza- 
tion has not been able always to keep 
up with the tide. Sometimes the ex- 
ploiting type of suburban development 
has aggravated the problem as these 
developers unloaded poorly con- 
structed streets, inadequate facilities 
on the community. More often, how- 
ever, the pace of development and 
growth has been so great that the 
collision has been inevitable without 
any intent of subterfuge. 

This tidal wave of population move- 
ment to the suburbs has intensified 
the same types of problems for city 
officials in almost every section of 
the nation. The suburban movement 
often has meant the degeneration of 
once fruitful tax income sources, a 
degeneration of highly appraised resi- 
dential sections to low income de- 
preciated areas. Overcrowding has put 


strains on municipal facilities. 
the average city, traffic and parking 
are immediate difficulties directly 
traceable to suburban growth. The 
streets require more maintenance, new 
arterial thoroughfares must be built, 
and at the same time extremely valu- 
able property is lost, as a tax source, 


because of conversion to parking 


For 


areas. The problems of education 
and welfare are growing. The prob- 
lem of utilities will continue to inten- 
sify as long as the suburban trend 
continues, with the demand for ex- 
pansion of sewer systems, for police 
and fire protection, and all the other 
services and facilities that munici- 
palities are expected to provide. 

The great cities of the nation such 
as New York, Chicago, Los Angeles, 
Philadelphia, and others long ago 
have taken steps to combine city and 
county functions to bring order out 
of chaos. With them it has been a 
gradual extension to the point that 
by annexation the cities and the 

(Continued page 24, column 2) 
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MORTGAGE LENDING PROBLEMS ARISING FROM WAR AND 
DEFENSE EFFORT HAVE TOP PRIORITY AT MBA CLINICS 


4 ene complexion of future mort- 
gage lending, how it will be done 
restrictions and 
more efficient 


under any 
that may 


servicing will be the principal features 


present 
follow, and 
of the series of regional meetings dur- 
ing the first half of 1951 which MBA 
will open with its Mid Winter Mort- 
gage Conference at the Drake Hotel 
in Chicago, January 25-26. Oliver M. 
Walker, president, Walker & Dunlop, 
Inc., Washington, D. C., as chairman 
of the Clinic will direct 
the which the large 
conferences in Chicago and New York 


Committee, 
series includes 
and four Clinics 

Hotel and advance 
cards for the Chicago 
have been mailed and members who 
have not returned them should do so 
Crowded hotel 
again being 


registration 
Conference 


at once conditions 


in the larger cities are 
felt 

Chairmen of the various meetings 
have just been announced (see adjoin- 
ing column for calendar [hese in- 
clude 

Chicago—Edgar N. Greenebaum, 
president, Greenebaum Investment 
Company 

Minneapolis—W. C. Nelson, 
president, Eberhardt Company. 

Oklahoma City—W. R. Johnston, 
president, W. R. Johnston & Co., Inc. 

Birmingham—John C. Hall, presi- 
dent, Cobbs, Allen & Hall Mortgage 
Co., Inc. 

Jacksonville, Fla. 
ley, president, Stockton, 
Davin & Company 

New York—Milford A. Vieser, Mu- 
tual Benefit Life Insurance Company, 
Newark. 


Advance 


vice 


Brown L. What- 
Whatley, 


concern- 
ing the meetings to follow the Chi- 
will be made after 


announcements 
cago Conference 
the 

Other 
include 


first of the year 

Clinic members 
Mr. Greenebaum and Mr 
vice chairmen; William A. 
Marcus, San Francisco: Earl B. 
Schwulst, New York; J. R. Jones, 
Angeles; L. Douglas Meredith, 
Montpelier, Vt.; Thomas E. Lovejoy, 
Jr., New York; Harry R. Templeton, 
Cleveland; Norman H. Nelson, St. 
Paul; T. S. Burnett, Los Angeles; 


Committee 


Vieser, 


Los 


mortgage lenders in the months ahead 
when loan acquisitions will decrease, 
it is being emphasized at all six meet- 
ings with half of the sessions given 
over entirely to it. The Servicing 
Committee, headed by William I. De- 
Huszar, Chicago, met in New York 
on December 11 to formulate plans 
for this part of the program. Details 
will be published in the next issue of 
Tue Mortcace BANKER. 

A third session will hold equal in- 
terest with servicing—a review, inter- 
pretation and analysis of the various 
restrictive orders and regulations by 
the Office of Real Estate Credit, FHA, 
VA and other government agencies 
affecting mortgage lending. As 1950 
was drawing to a close, the effects of 
these orders have not been acutely felt 





MBA CALENDAR 











Check your calendars now to in- 
clude as many of these MBA meet- 
ings as you can: 

January 30, 31-February 1, Fifth An- 
nual Senior Executives Course 
sponsored by MBA in cooperation 
with Graduate School of Business 
Administration of New York Uni- 
versity. 

January 25-26, Mid Winter Mortgage 
Conference, Drake Hotel, Chicago. 


February 8, Clinic, Hotel Nicollet, 
Minneapolis. 
February 10, Clinic, Hotel Skirvin, 


Oklahoma City. 
February 26, Clinic, Hotel Tutwiler, 
Birmingham. 
February 28, Clinic, Jacksonville, Fla. 
March 26-27, Eastern Mortgage Con- 
ference, Hotel Statler, New York. 
June 18-22, Fourth Annual Mortgage 
Banking Seminar, Northwestern 
University, Chicago. 

September 11-14, 38th Annual Con- 
vention, Mark Hopkins and Fair- 


mont Hotels, San Francisco. 


LOANS TO 


in the industry although they were 
exerting a pronounced effect never- 
theless. By the time the 1951 MBA 
program begins, the effects will be 
considerably more apparent and thus 
we will be in a better position to 
know how to plan future operations. 

Among the government agency offi- 
cials who will speak at the session 
are: 
>? Franklin D. Richards, FHA Com- 
missioner 
>> T. B. King of the VA 
>»? W. A. Clarke, consultant to the 
Office of Real Estate Credit. 

At a fourth session of the Chicago 
Conference members will hear two 
nationally known figures speak on mat- 
ters of domestic and international im- 
portance. 

Where the Chicago and New York 
meetings differ from the four Clinics 
is that the two former are two-day 
meetings while the Clinics are one 
day sessions. Speaking at all of them 
will be Samuel E. Neel, MBA Wash- 
ington counsel, who will analyze cur- 
rent and prospective developments in 
national legislation. 

As Secretary George H. Patterson 
emphasized in his original announce- 
ment for the Chicago Conference, the 
present is indeed a critical time for 
the mortgage industry. The restric- 
tions eventually are certain to pro- 
duce a sharply lower volume for many 
mortgage houses. Since our regional 
meetings and annual conventions are 
primarily the medium by which mem- 
bers exchange views of conditions in 
the business, it would appear that 
these early 1951 conferences and clin- 
ics are about as important as any the 
Association has yet sponsored. 

Early reservations are urgently re- 
quested because advance inquiries 
(even before some of the dates had 
been determined) seem to indicate 
that members generally are looking 
forward to these opportunities to get 
together “to get the feel of the busi- 
ness” as we will probably be doing 
it in the immediate future. 
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Because servicing is sure to become 








more and more important to most 
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Oliver Walker Edgar Greenebaum W. C. Nelson T. B. King F. D. Richards W. A. Clarke 

You'll hear them at the 1951 meetings: Oliver M. Walker, T. B. King of the VA, Franklin D. Richards of FHA and 
Clinic chairman; Edgar N. Greenebaum, who will preside in W. A. Clarke, consultant to the Office of Real Estate Credit in 
Chicago; W. C. Nelson, who'll do the same in Minneapolis; the Federal Reserve who will speak at the meetings. 


SEN. BENNETT OF UTAH 
SPEAKS AT NYU COURSE 


Wallace F. Bennett, former presi- 
dent of the National Association of 
Manufacturers and recently elected 
senator from Utah, will be the open- 
ing speaker at the Senior Executives 
course which New York University 
graduate school of business adminis- 
tration and MBA will sponsor in New 
York January 30 and 31 and Febru- 
ary 1. Senator-elect Bennett will 
speak on Business in an Arsenal Econ- 
omy at the opening dinner meeting 
January 30. 

Speakers from the New York Uni- 
versity faculty will include Martin R 
Gainsbrugh who will discuss man- 
power and materials; Dr. Solomon 
Fabricant on whether this country 
has the resources for defense and high 
living standards; Dr. Jules I. Bogen 
on can we meet the cost of our mili- 
tary economy without inflation; Dr. 
Jules Backman on outlook for building 
costs; Dr. Raymond Rodgers on the 
possible supply of investments; Dr. 
Marcus Nadler on interest and mort- 
gage rates; and G. Rowland Collins, 
dean of the graduate school. 


In addition, other speakers will be 
W. A. Clarke of Philadelphia, con- 
sultant to the Office of Real Estate 
Credit of the Federal Reserve System, 
President Milton T. MacDonald and 
Paul P. Swett, Jr., of Baltimore. 

Reservations for this annual event 
have been heavy and members who 
have not made application should 
notify the headquarters office imme- 
diately. The printed program with 
complete details will be in members’ 
hands in a few days. Registration fee 
for the three-day sessions is $75 which 
includes the two dinner and the 
luncheon meetings. 














— ps iil Offers 


a Reliable Source of 
New Home Mortgages... 








Tuis YEAR of government loan curbs need not be 
one of the most difficult in the mortgage banker’s history. You 
can develop a continuing volume of sound mortgage investments 
while helping to meet your community’s housing needs . . . both 
emergency and permanent. Invest in the sound, lifetime values 
offered by P&H Homes, factory-engineered by Harnischfeger Cor- 
poration, and erected and sold by leading builders everywhere. 


If no P&H builder-dealer now serves your community, 
investigate the P&H five-point Builder Profit Plan. It will help 
your builder clients meet today’s problems of government 

restrictions, rising costs and material shortages. 


Harmischheqor Corporation 


HOUSES DIVISION PORT WASHINGTON, WISCONSIN 
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DETROIT’S EDUCATION 
CLINIC ON FHA AND VA 


The Detroit MBA has developed 


the educational clinic to the point 
where it is probably the Association’s 
most useful service to members. At 
its recent meeting, sponsored jointly 
with the Michigan FHA, attendance 
was more than 250, principally per- 
sonnel from member offices handling 


FHA business 


The device used at this session 
which was in charge of Harry M. 
Steffey, assistant state FHA director, 


FHA office 


department heads, was to process a 


who had with him local 


case from the moment of its recep- 


tion, through the various stages, paus- 
This 


out 


ing at each stage for questions 


method, it was found, brought 
more audience participation than in 
any previous clinic. It was explained 


what was done when applications 
were received, and then proceedings 
through subsequent stages were halted 
until all questions concerning recep- 
had asked 
At the end there was a discussion of 
FHA’s new regulations. (Below, top 


photo, Mr. Steffey explains a point. 
>> NEW JERSEY: 
G.I 
at reviewing present regulations and 


tion been and answered. 


A Clinic on 
mortgage loan procedure, aimed 


those recently changed, was the New 
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MBA’s offering for its mem- 
bers. More 175 attended the 
Newark The Association’s 
G.I. headed by 
E. Colleton planned the program. 


Jer sey 
than 
meeting. 
committee Thomas 

Below, lower photo, a member di- 
rects a question to the panel group 
left to right, Richard E. 
Denton, Edward D. Norton and 
Chester L. Brown of Newark VA’s 
staff; Mr. Colleton; George A. Nel- 
son of the VA in Newark; and 
Carton S. Stallard, president of the 
New Jersey MBA. Other VA panel 
member was Joseph F. O’Hern who 
heads the Newark VA office. 


>> CALIFORNIA: The Northern 
California MBA, at its first Fall meet- 
ing, made Regulation X the order of 


who are, 








business. William A. Marcus, senior 
vice president, American Trust Co., 
was moderator and panel members 
were Duane Sarles, VA loan guaranty 
officer; Richard Briggs, FHA district 
director; Eliot Swan, assistant vice 
president, Federal Reserve Bank, San 
Francisco. 

>> CHICAGO: Chicago MBA is get- 
ting ready to round out three decades 
of activity with its annual meeting 
scheduled for January 16. 

>> SEATTLE: Regulation X got a 
thorough analysis at the recent Seattle 
MBA meeting. Speakers were A. B. 
Merritt, discount and credits chief at 
Seattle Branch of the Federal Reserve 
Bank of San Francisco; Earl E. 
McLaughlin, chief FHA underwriter 
and M. D. Majors, guaranty officers 
of the VA. 

>> ELSEWHERE: Local 
tions all over the country have sched- 
uled heavy meeting programs with 
Regulation X and the FHA and VA 
restrictions the prime topics. In re- 
cent days, Washington Counsel Sam- 
uel E. Neel spoke in Kansas City, St. 
Louis and Atlanta on developments. 


PEOPLE AND EVENTS 
(Continued from page 3) 
cabinets were not destroyed. First 
thing he did was to secure temporary 
quarters in a vacant bank building at 
1201 Main street, a block and a half 
away, and continued operations. He 
believes his loss is fully covered by 
insurance which also included busi- 
ness interruption protection. Having 
the latter, he said, “is something for 
every firm to think about seriously.” 


associa- 





Walter J. Gill, executive vice pres- 
ident, Alexander Summer Mortgage 
Co., Newark and Teaneck, has been 
elected president of the Real Estate 
Board of Newark. 
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How Mortgage Lenders Handle 
Their Collections 


F YOUR collection department 

sends monthly payment notices, 
you're in the minority. Only one out 
of four mortgage offices do so now, if 
MBA’s survey on the subject cover- 
ing responses of 557 members is indi- 
cative of the national trend. 

Do you use form letters? If you 
don’t, you’re in the majority. Do 
your investors require monthly re- 
ports? If they do, you’re among the 
majority of mortgage correspondents. 

The answers to these and a score 
or more other questions having to do 
with the most accepted collection 
methods in use today can be found 
in the data which the 1949-50 Re- 
search Committee compiled from its 
questionnaires on the subject. Subse- 
quently William I. DeHuszar used the 
material in conducting one of the 
Association’s servicing sessions. The 
data are given here for further study. 

In some of the processes that go 
into collections, an accepted trend 
seems fairly well established; in oth- 
ers it would appear that no one pro- 
cedure is being followed—that firms 
are doing the same thing a variety 
of ways. 

A suggestion to servicing personnel 
is that they review these findings, 
checking the experience of these 557 
MBA member firms against their 
own. Just the fact that the majority 
may be doing one thing differently 
than you are could be a signal to take 
another look into your own method. 


Specifically, here are the findings: 


BORROWERS’ RECORDS 
A—Do you send monthly payment 
notices ? 


YES—110 NO—447 (a) 


By THOMAS E. McDONALD 


Director of Servicing and Accounting 


B—If not, do you use: 


1) Pass Books .. 186 
2) Coupon Books ...... 42 
3) Receipt Forms ...... 55 
4) No Media 164(b) 


COMMENTS: 

a) This figure includes those in- 
stances where notices were sent to 
borrowers with quarterly and semi- 
annual loans only. 


(b) Infrequently amortization 


schedules were included in this 
answer. 
PAST DUE NOTICES 
A—When are past due notices 
mailed? (a) 
1 to 5 days after due..... 39 
6 to 10 days after due..... 188 
11 to 15 days after due..... 125 
16 to 20 days after due..... 113 
Over 20 days after due..... 39 
B—How are past due notices pre- 
pared? 
Printed form or letter...... 211 
I, oo ih diia dawns 226 
Addressograph and 
adding machine ......... 54 
RE: Sagan pe ra 23 
Mimeographed ............ 13 
Dad. ke ddd oon nak eens 7 
COMMENT: 


(a) Those cases where the answer 
included the number of past due no- 
tices used and the date each was 
mailed, the answer in the tabulation 
above is classified under the date of 
the first mailing. Approximately 
30 per cent indicated the use of more 
than one past due notice and a few 
as many as four. 

C—How do you obtain this informa- 
tion? 
Ledger card 


w 
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Cashier card ... 90 
Loan record card.. 64 
Payment notice ... ae 
Delinquent list ... 29 
Unpaid receipts .. 28 
POS iegc os cmd ; 20 
Amortization schedule 16 
jo ie ee a ts 


OTHER COLLECTION MEDIA 


A—Do you use form letters?(a 


YES—218 NO—312 
B—Do you send envelopes? 

YES—122 NO—419(b) 
C—Do you make phone calls? 

YES—509 NO— 19 
C-—(Cont’d)—When? 

Due date to 5 days after... 94 

6 to 15 days after........ 69 

16 to 21 days after........ 17 

Over 21 days ........ . 83 

EG basi aciintdencnwss 178 

When writing does not 

produce results ....... 71 


D—Do you call on borrower in his 
home ? 


YES—365 NO—172 
E—Do you arrange office interviews? 

YES—-501 NO—40 
F—Do you send telegrams to bor- 

rowers ? 

YES—154 NO— 387 
COMMENTS: 


(a) Of those indicating a prefer- 
ence other than form letters, a sub- 
stantial number favored personal let- 
ters. Almost a third of those answer- 
ing ‘“‘yes” stated that more than one 
form letter was sent out to each de- 
linquent borrower. It appeared that 
notices mailed prior to the 15th of 
the month were primarily simple re- 


minders and thereafter demanded 
late penalty charges and carried 
19 








action. Several re- 
that 


informed that subsequent payments 


legal 
plies reported 


threat of 
borrowers were 
would not be accepted until the de- 
linquency was paid up. This helped 
collections. 

b) Reason stated for not sending 
envelope was the fear that the bor- 
rower will thereafter expect envelopes 
for use in sending his monthly pay- 


ment 


FOLLOW-UP RECORDS 
\—-What type do you have? 


Tickler file 98 
Unpaid file (Corres 92 
Delinquent list 83 
Historical data cards 78 
Cashier card 71 
No records 5 
Ledger card 27 
Kardex 18 
IBM card 8 
Acme visible record 3 
Victor visible record 2 


B—What use do you make of them? 
See comment a 


C— How do you obtain the informa- 


tion for your records? 
Directly from the borrower 

or his correspondence 109 
Cashier’s records 102 
Bookkeeping Dept. 85 
General files 26 
IBM payment cards 7 


[)——-What type of reports are you re- 
quired to send to your investors? 


Monthly report 210 
Bi-monthly report 7 
Weekly report 10 
Daily report 8 
Delinquent in arrears: 

30 days 16 

15 days 24 

60 days 25 

90 days 15 
Complete analysis of 

delinquent (b 65 


COMMENTS: 


a The replies to this question 
were in such form that they did not 
lend themselves to tabulation. In 
general, however, follow-up records 
are checked periodically, chiefly daily 
or weekly, relerence 


and used as a 


and basis for future action. 


b) In 
plete 


many instances, the com- 


analysis consisted of carbon 
copies of collection letters and notices 
which were attached to the investor’s 
report. Several replies indicated that 
copies of the regular FHA and VA 


default forms were required. 
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DISTAFF SIDE OF MORTGAGE LOAN FIELD 


OT too long ago a woman holding the top spot in a mortgage 
4% lending organization was more or less of a novelty. Several years 
ago MBA was citing two, Mrs. Minnie W. Miller of Salt Lake City, 
and Mrs. Julia Chipps of St. Joseph, Mo. Today, women are a great 
deal more in evidence in mortgage lending than ever before, both in 
the top spots and in the positions on down—as anyone will notice who 
attends MBA’s annual Mortgage Banking Seminar where an increas- 
ingly large number of young women from mortgage offices are 
registered. 

The other day another woman succeeded to the top spot in a large 
mortgage operation. 

Directors of T. B. O’Toole, Inc., Wilmington, Del., elected Mrs. 
Charlotte B. O.’Toole president. She is the widow of T. B. O’Toole, 
founder and former head of the firm, who was killed in an automobile 
accident last summer. 

Other officers elected are H. A. Melick, treasurer and vice president 
in charge of mortgage finance and insurance; Robert L. Holliday, Jr., 
vice president in charge of real estate management, and Robert Cun- 
ningham, vice president in charge of real estate sales. 

MBA President Milton T. MacDonald was elected a director and 
retained as a consultant. 

Then there is Mrs. Ruth Bettes of Houston, chairman of the board 
of T. J. Bettes Company, thought to be the largest mortgage operation 
in the country. Mrs. Bettes succeeded to the position on the death of 
her husband, T. J. Bettes. She knows the business, attends MBA con- 
ventions and is active in the firm’s direction. 

The pioneer of them all, however, is Mrs. Minnie W. Miller, presi- 
dent of Miller & Viele of Salt Lake City. The firm was founded in 
1897 by her husband and her father. Following her husband’s death, 
she took over the business and has been running it ever since. 

















JOSIAH P. HUNTOON E. TRAVERS B. KING 
GEORGE J. LENTZ WALTER RUSSELL 
PHILIP C. O'CONNELL 


announce that the business heretofore carried on by Huntoon, 
Paige and Company, Inc., will hereafter be conducted by them 


as a partnership under the firm name of 


HUNTOON, PAIGE & CO. 


44 WALL STREET NEW YORK 5, N. Y. 
WHitehall 3-5866 


Pacific Coast Office 


451 North Rodeo Drive 
Beverly Hills, Calif. 


New England Office 
340 Main Street 
Worcester, Mass. 


Brokers in FHA and VA Mortgages 


November 16, 1950 














The Mortgage Banker for January, 


1951 


In Prospect for 1951 


CONSIDERABLY FEWER LOANS 
BUT BETTER QUALITY LOANS 


idvice for 1951 


IMPROVE YOUR SERVICING 


By EARL B. SCHWULST 


President, The Bowery Savings Bank, New York 


ORTGAGE lenders attempting 

to look ahead and project the 
possible effects of present credit re- 
strictions should first look back and 
review the position 
we were in a cou- 
ple of months ago. 
According to the 
Department of 
Commerce, the to- 
tal non-corporate, 
non-farm mart- 
gage debt increased 
from approxi- 
mately $28 billion 
at the end of 1945 
to almost twice that at the present 
time. 





Earl B. Schwulst 


About 70 per cent of this is made 
up of loans on 1 to 4 family residen- 
tial construction and 30 per cent of 
loans on multi-family residential and 
commercial properties. For the first 
eight months of 1950, non-farm mort- 
gages of $20,000 or less were being 
recorded at the unprecedented rate 
of approximately $15 billion per year. 

This expansion in mortgage credit, 
made possible by easy credit terms, 
caused the extremely high level of 
activity in the building industry. Be- 
fore the new credit restrictions, new 
housing units were being started at 
the rate of 1,400,000 units a year- 
an all-time record. 

Despite this high level of activity, 
the department of commerce indi- 
cated that as of the end of 1949, 
about a third of the backlog in de- 
mand for housing that existed at the 
end of 1945 still remained. Therefore, 
if all factors had remained as they 
were earlier this year, there would still 
have been a sufficient backlog in de- 
mand for housing to enable the build- 


ing industry to continue for a while 
at its high level of activity. 

However, it seems to me that with- 
in the near future there would have 
had to be some tapering off in the 
number of new housing units started 

-perhaps a substantial reduction. I 
think that, prior to the new credit 
restrictions, we were in the final stages 
of the upward phase of the building 
cycle. 

The new credit restrictions are go- 
ing to effect a substantial reduction 
in the volume of new housing units 
started; consequently our supply of 
mortgages from this source will be 
proportionately reduced. The new 
regulations were set up with the in- 
tention of reducing the demand for 
the construction of new housing units 
to an annual rate of approximately 
800,000. 


Activity Will Decline 

Although the quantity of such in- 
vestments available in the immediate 
future wili drop off substantially com- 
pared with what it has been in the 
past two years, I expect that new 
mortgage investments will be avail- 
able for a longer period of time at 
this reduced rate than would have 
been the case if the extremely high 
level of the past year had continued. 

Frankly, I would rather have this 
more constant flow. It permits of 
better management and portfolio ar- 
rangement within the lending institu- 
tion. 

There will also be a substantially 
higher owner equity behind any loan 
made under the new restrictions. One 
of the conditions of the extremely lib- 
eral terms which formerly existed on 
residential building financing involv- 
ing some form of federal insurance or 
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guarantee which was criticized was 
the very small or non-existent equity 
on the part of the owner. The loans 
made under the new credit regula- 
tions should, from this standpoint, be 
better loans. 

Although the potential demand for 
new housing units will still exist and 
the backlog will tend to increase, the 
effective demand will be sharply re- 
duced because of the larger down pay- 
ment required especially on the 
larger loans. For instance, on the sale 
of a $10,000 house involving an FHA 
loan, the present required down pay- 
ment of $2,300 is slightly higher than 
was required immediately preceding 
the new regulations. On a $15,000 
house a $4,300 down payment is re- 
quired as against approximately $3,- 
750 before; and on the $20,000 house 
an $8,300 payment is required as 
against about $5,500 prior to October 
12, 1950. 

I confidently expect that these 
credit restrictions will be modified 
should their severity result in reduc- 
ing residential construction activity 
below the announced figure of 800,- 
000 new units per year. Also, I ex- 
pect that should it be evident that 
the supply of materials and the extent 
of our productive capacity would per- 
mit more than 800,000 units per year 
without interfering with rearmament 
we will have some relaxation in these 
credit restrictions. 

However, it must be realized that 
the great amount of mortgage credit 
extended as a result of the very lib- 
eral terms available has in the past 
added fuel to the inflationary spiral. 
This was done, of course, by adding 
substantially to the demand for hous- 
ing as a result of giving purchasing 
power to millions of families who 
would not otherwise have had it. As 
long as the federal authorities con- 
sider the curbing of inflation as a 
problem that should take precedence 
over the social objective of providing 
more housing on more liberal terms 
to more people, and as long as they 
think that relaxing the credit restric- 
tions on mortgage financing would 
contribute substantially to the infla- 
tionary forces, I do not believe we 
should look for any relaxing of the 
present restrictions. 

Furthermore, the more emphasized 
objective of the new credit restrictions 
is to release men and materials from 
the construction industry to the re- 
armament effort, and this will be 
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done by reducing the effective de- 
mand for new houses which in turn 
will have the effect of curbing the 
volume of new construction supplied 
by the builders of the country. 

With this in mind, we can expect 
further restrictions covering types of 
construction not presently affected by 
the new credit rules. 

Although it is possible that present 
restrictions may be eased be- 
fore existing mortgage commitments 
are exhausted, we should anticipate 
a reduction in our mortgage lending 
As this takes place, we can 

part of our attention to 
some of the matters for which we 
may not have had adequate time in 
the recent past. I am thinking of the 
study which could be given to existing 
portfolios. Perhaps you should analyze 
your portfolio to determine its sound- 
ness in the light of distribution, both 
geographically and by type of prop- 
erty, and thereby develop more def- 
inite plans for rounding out your port- 
folio. Perhaps your appraisal and in- 
spection program could be improved. 


credit 


activity. 


well turn 


Institutional investors are of course 
concerned with the job being done in 
servicing their mortgages. I believe 
that in the final analysis you are go- 
ing to profit more from your servicing 
of mortgages for institutional invest- 
ors if your methods are not only ade- 
quate for you but also appear top- 
notch to them. 


My conclusions are: 


>> The supply of mortgages will 
eventually be reduced to a consider- 
ably lower level than we have experi- 
enced in recent years. 


>> Present commitments should sup- 
port a high level of new mortgage 
loan closings until somewhere around 
the middle of next year. 


»> The reduced annual supply of 
new loans should last for a longer 
time than would have been the case 
with the extremely high level of re- 
cent years. 


>> Because of the somewhat larger 
down payment, new loans of this type 
should, if anything, be of somewhat 
better quality. 


>> There are many things which 
banks and investors can do, during 
the relatively activity that 
exist, to study their present portfolios 
and possibly revise and improve their 
present policies and practices. 


low will 
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GOVERNMENT AGENCIES 











HOLC End—FNMA Next? 


HOLC is no more, or at least all 
the HOLC loans have been sold. The 
agency’s holdings in Missouri and 
Maryland were the last to go. Now, 
declared William K. Divers, chairman 
of the Federal Home Loan Bank 
Board, the next objective is the “liqui- 
dation of another large government 
investment in ‘Fanny May’.” 

Liquidation has picked up in that 
quarter. FNMA accelerated its dis- 
posal during October. Sales increased 
58 per cent as compared with Septem- 
ber. This, together with cancellations 
of commitments, resulted in an in- 
crease of nearly $50,000,000 during 


the month in the government’s un- 
committed funds in its secondary 
mortgage operations. 

FNMA purchased 13,311 mort- 


gages amounting to $104,000,00. Of 
these $17,000,000 were over-the-coun- 
ter transactions. Others totaling $87,- 
000,000 were against earlier commit- 
ments. 

During the same month FNMA 
sold 4,191 mortgages for $30,000,000 
and received $4,000,000 from repay- 
ments on mortgages held in its port- 
folio and outstanding commitments to 
purchase 2,669 mortgages amounting 
to $31,000,000 were canceled. 


Record of FHA 


In a recent address in New York, 
FHA Commissioner Franklin D. Rich- 
ards took occasion to offer some sta- 
tistics on the status of the agency at 
the present time, the record it has 
made and how FHA officials feel 
about certain aspects of its operation. 

FHA, now in its 16th year, has 
handled $22 billion of home mort- 
gages, all made by private institutions 
of which there are some 18,000 ac- 
tively lending. 


There have been $10 billion of in- 
sured loans paid off, and $12 billion 
are in force. Dividends paid to mort- 
gagors total $23 million. Reserves 
and capital of FHA now total $242 
million. The average yield on the 
reserves—$231 million invested in 
U. S. bonds—is 2.44 per cent. 

Speaking of the large volume of 
insurance outstanding compared to 
the reserves, Richards pointed out 
that FHA has the physical security 
of the insured property, and if that 
is not sufficient a call can be made on 
the reserves. Then if both these re- 
sources are not sufficient the certifi- 
cates are guaranteed by the govern- 
ment. 

Richards pointed out that losses as 
of March 15, 1950, amounted to only 
Y% per cent. “The only fund, of all 
the titles which we operate which 
shows no loss at all is 608. 

“This fund was set up for war 
housing, and after the war it was 
used for producing houses for veter- 
ans. Total projects of 6,500, with 
units totaling 405,000 have been in- 
sured under Section 608, for a total 
of $2,980,000,000. We have taken 
back 72 projects of 4,880 units. Ac- 
tually the projects taken back number 
only 36, because the lender has the 
option of assigning the mortgage and 
36 have been assigned. The 4,880 
units constitute 1.2 per cent of the 
total 405,000 units. In default as of 
June 30, 1950, were 6,008 or 1.48 per 
cent, and as of September 30, 6,095 
were in default or 1.50 per cent.” 

He stated there is no reason to 
think the government will have to 
take much of this property. He 
pointed out that this 608 program 
had rendered great service to the 
country, and that it was indeed a 
very healthy addition to the housing 
situation. 
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BOMB ATTACK 

Continued from page 13) 
the size of a clenched fist. With it, 
banks can record 22,000 checks on a 
mere 100 feet of film. It takes only 
75 feet for about 5,000 sheets of 
standard 11 by 84-inch typewriter 
paper. So it lightens the task of mov- 
ing records out of reach of atom 
bombs.” 

Manufacturers say their film rec- 
ords, when stored as prescribed by the 
the U. S. Bureau of Standards, will 
last at least 500 years, and microfilm 
copies are so small that storage space 
need never be a problem. According 
to one savings and loan association’s 
report, “A single microfilm cabinet, 
80 per cent filled, has served to re- 
place the contents of files and open 
bins occupying at least three-fourths 
of an entire basement storage vault.” 

Microfilming is not exactly inex- 
pensive, particularly if you have to 
buy quite a bit of equipment. 

Recordak’s prices run from $975 to 
$4,000 or rents from $15 to $100 a 
month. 

Remington Rand’s standard model 
costs $2,375 to $2,750. Rents run from 
$42.50 to $50 a month. 

The units made by Bell & Howell 
and marketed by Burroughs range in 
price between $2,800 and $4,500. Die- 
bold’s four models are priced at $2,- 
000 to $6,000. 

For custorners who don’t want to 
buy or rent equipment, Recordak and 
Remington maintain centers where 
they microfilm records for a fee. Since 
Korea, as reported by the Wall Street 
Journal, Recordak’s 23 centers of this 
kind have handled three times as 
many of these jobs as before, and 
there’s a long waiting list for this 
service. Remington has nine such cen- 
ters around the country, and the in- 
come from them amounts to 20 per 
cent to 25 per cent of all its microfilm 
revenues. 

“Recordak goes a step further. For 
users who lack bomb-proof storage 
space, it will store film in its air-condi- 
tioned, below-ground vaults in New 
York City. The storage rates are $2 
per 1,000 feet of film a year.” 

In the meantime what is the na- 
tion doing in home front organization 
to prepare for the possibility of atomic 
war? Washington up to now hasn’t 
done too much and as recently as a 
few months ago there was practically 
nothing one could ask any federal 
would give him 


agency for which 
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information as to what to do in case 
of sudden attack. (There is now—see 
page 13.) 

Individual communities however 
have been more alert. As many as 150 
cities scattered over the country have 
defense plans in varying stages of op- 
eration and planning. Some encom- 
pass evacuation plans, others as to 
how volunteers should respond in case 
of a surprise attack. Some have staged 
mock bombings. Individual commu- 
nities have evidenced a considerably 
sharper appreciation of the possible 
dangers than the national govern- 
ment. 

It’s been said for generations that 
this country is never prepared for war 
principally because we are a peaceful 
people and it’s difficult to get us 
aroused until the emergency is right 
on us. 

This time it looks like a different 
story. 


URBAN DECENTRALIZATION 
(Continued from page 15) 
counties have become coterminous, or 
virtually so. But where the central 
cities have not swallowed up the 
county, so to speak, there remains a 
lot of pulling and hauling to be done. 
Already there has been a substantial 
improvement in zoning and subdivi- 
sion control laws. For the cities to 
which this expansion problem is new, 
the experience and methods of other 
cities which already have met it will 

be valuable aids. 


If the central cities which have 


grown out of their present municipal 
boundaries wish to keep up with 
the tide, they must resort to annexa- 


tion of their suburbs to bring sub- 
urban property into the municipal 
tax base. To accomplish this with a 
minimum of resistance, they must 
offer the residents of the territory to 
be annexed the inducements of good 
service and improvement of public 
facilities. People are willing to co- 
operate when mutual and equal bene- 
fits are the end in view. Where nec- 
essary for the greatest common good 
those who are recalcitrant can be 
brought in line by legal pressure, if 
the political and economic pressure 
is great enough and the premises are 
just. 

While a strong, coordinated central 
municipal organization is best, an- 
other device for meeting the costs of 
common needs of the cities and their 
suburbs is the organization of special 
districts with taxing powers to sup- 
port bond issues for streets, sewers, 
water lines, schools, and other facili- 
ties. Sometimes, however, when this 
method is over-extended a confusion 
of overlapping tax jurisdictions and 
responsibilities results. In the end, 
these become so interlaced that their 
combination by ultimate annexation 
to the central city follows. With laws 
and methods varying among the 48 
States, the solutions of these mutual 
problems are equally as varied. 


There always will be new problems 
as the present ones are resolved, but 
that is the way we grow under our 
democratic system. As long as we 
have growing pains we should not 
worry. It is when we cease to grow, 
become complacent and “let well 
enough alone,” that we will have 
cause to be concerned. 











from 


George H. Patterson 
and members of the Chicago and 
Washington Staffs 








; : 
Merry Christmas and a Happy New Year 
| to the Members of MBA : 
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A nationally known real estate analyst, James C. Downs, Jr., president, 
Real Estate Research Corp., Chicago, says 


“Profits from loan servicing are suffering from higher operating costs and only 
exist because of the comparative ease with which collections are made. If collection 
activity should increase materially, mortgage bankers would soon find present servicing 
fees inadequate. A large percentage of mortgage houses has made substantial profits 
from fees relating to new construction. It is anticipated that such earnings will drop 
sharply over the next few months.” 


Good judgment says Servicing IS MORE 
IMPORTANT TO PROFITS THAN EVER BEFORE 


With a lower volume of construction and fewer loan acquisitions, look to more 
economical and efficient servicing to maintain profits in 1951. Nothing less than the 
best servicing operation will do for the mortgage lender who wants to make the most 
of the restrictive conditions under which his business must be conducted in the imme- 
diate future. 

That is why MBA will emphasize better servicing in its 1951 program. To assist 
members in doing the best job of servicing possible at the least cost, MBA is 


? > Making available to them the complete facilities of 
its new Servicing and Accounting Department under 
the direction of Thomas E. McDonald, CPA. Mr. 
McDonald’s services are available to members on an 
individual basis. There is no cost other than for expenses. 

The schedule of cities he will visit in coming months 
is now being arranged and inquiries for consultation 
with him should be directed now to Secretary George H. 
Patterson in the headquarters office. 


| 










>> MBA will concentrate on servicing in its program 
of meetings for 1951. Under the direction of the Asso- 
ciation’s new Mortgage Servicing Committee, a por- 
tion of our Mortgage Conferences in Chicago in 
January and New York in March, as well as our 
Clinic meetings in Minneapolis, Birmingham, Jack- 
sonville and Oklahoma City in February, will be 
devoted to servicing. 

In the meantime, if all members of your staff 
have not read Mortgage Loan Servicing Practices 
by William I. DeHuszar, they should do so. This is 
the only book ever published on this subject, and 
under present-day conditions it is more important 
than ever before. Additional copies are available at 


$2 for MBA members 
$3.50 for non-members 


—_——— 
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Sonvvnennani DIRECT YOUR ORDER TO 


MORTGAGE BANKERS ASSOCIATION OF AMERICA 


111 WEST WASHINGTON STREET, CHICAGO 2, ILL. 





TITLE INSURANCE 


For the Mortgage Banker 


A Mortgagee’s Policy of Title Insurance, in addition 
to its protection against title losses, facilitates the sale 


and transfer of a Real Estate Mortgage Loan. 


Issuing Agents in the Following States: 


Missouri Mississippi 
Kansas Texas 
Arkansas Colorado 
Tennessee Utah 
Georgia Montana 
Alabama Wyoming 
Florida Wisconsin 


Louisiana Delaware 








KANSAS CITY TITLE INSURANCE COMPANY 


Capital, Surplus and Reserves over $2,000,000.00 
112 East 10th St. Kansas City 6, Mo. HArrison 5040 





